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Kellogg Company, headquartered iift Battle Creek, 
Michigan, is the world’s leading prqducer of 
ready-to-eat cereal products. The Company also 
manufactures frozen pies and waffles, toaster 
pastries, cereal bars, and other convenience foods. 


Founded in 1906, Kellogg Companymas a heritage 
of excellence and a reputation for products that 
contribute to a healthy diet. Kellogg products are 
manufactured in 17 countries and Distributed in 
more than 150 countries. 
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HIGHLIGHTS 


t 

i 

F I N A N C I A L 


(dollar amounts m millions, except per share datal 

1992 

Change 

1991 

Change 

1990 

Change 

Net sales 

$6,190.6 

+ 7% 

S5.786.6 

+12% 

$5,181.4 

+n% 

Earnings before cumulative 
effect of accounting change 

682.8 

+13% 

606.0 

+21% 

502.8 

+ 7% 

Net earnings 

431.2 

-29% 

606.0 

+21% 

502.8 

+ 7% 

Earnings per share before cumulative 
effect of accounting change 

2.86 

+14% 

2.51 

+21% 

2.08 

+ 8% 

Net earnings per share 

1.81 

-28% 

2.51 

+21% 

2.08 

+ 8% 

Dividends per share 

1.20 

+12% 

1.075 

+12% 

.96 

+12% 

Cash provided by operations 

741.9 

-21% 

934.4 

+14% 

819.2 

+54% 

Capital expenditures 

473.6 

+42% 

333.5 

+ 4% 

320.5 

-37% 

Return on average equity before 
cumulative effect of accounting change 

31% 


30% 


28% 


Debt to total capital 

21% 


18% 


26% 


Average shares (millions! outstanding 

238.9 


241.2 


241.6 



Net earnings for 1992 include a $269.7 million charge (SI .13 per sharel resulting from the adoption of Statement of Financial Accounting Standards 106, 
"Employers' Accounting for Postretirement Benefits Other Than Pensions/* as of January 1,1992. The charge has two components: $251 6 million or 
$1.05 per share is a one-time cumulative adjustment, and $18.1 million or $.08 per share is related to the current year. 

Share and per share amounts have been restated to reflect the two-for-one stock split, effective December 4,1991. 

BUILDING SHAREHOLDER VALUE 

10-Year Growth of a 
Dollar Invested in 
Kellogg Company Stock 

(Compound annual 
growth rate: 29.7%) 
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Stock purchased at end of 1982. 
with dividends reinvested quarterly. 
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Kellogg Company achieved record results in 1992 and invested vigorously in strength¬ 
ening our leadership in the ready-to-eat cereal category worldwide and in sustaining 
our performance as a growth company in the global marketplace. 

Your Company’s sales increased for the 48th consecutive year. Earnings were up for 
the 40th time in 41 years, excluding the postretirement health care benefits charge 
taken in 1992. Dividends increased for the 36th consecutive year and at a double-digit 
rate for the seventh straight year. 

To further build shareholder value, we purchased over $200 million in shares of Kellogg 
Company stock during 1992. The Board of Directors has authorized management to 
purchase up to an additional $300 million in shares during 1993. 

Capital spending grew in 1992 as we increased plant capacity as well as production 
and distribution effectiveness around the world. In addition to investing in current facil¬ 
ities, we broke ground for our first plant in India and made substantial progress on our 
new plant in Latvia. In 1993, we will begin construction of our first plant in China. 

TO OUR 

SHAREHOLDERS 

By continuing to invest in the efficiency and scope of our global manufacturing and 
marketing infrastructure, we are positioning our Company to reach a billion new con¬ 
sumers with nutritious Kellogg's ® products by the year 2000. 

Diet and disease research continues to reaffirm the role grain-based products play in a 
healthy lifestyle. This growing scientific affirmation of the value of our core product line 
is a prime reason Kellogg Company’s long-term growth potential is so substantial. To 
advance consumer awareness of good nutrition and healthy lifestyles globally, we are 
investing in nutrition research, innovative marketing, and consumer information pro¬ 
grams that communicate the benefits of our products. 

To take fullest advantage of our many opportunities, we provide considerable entre¬ 
preneurial autonomy to our geographic operating units around the world, each backed 
by Kellogg’s global learning and resources. The pages that follow provide reports 
from our area directors on their units’ progress and growth plans. 




Amid these diverse opportunities, all Kellogg 
people are united by our shared commitment to 
profit and growth, people, consumer satisfac¬ 
tion and quality, integrity and ethics, and social 



responsibility. Our Company philosophy state¬ 


ment, updated during 1992, is summarized on 


the inside back cover of this report. 


In April of 1992, Philip A. Caldwell retired from 
the Kellogg Company Board of Directors after 
seven years of outstanding service (see page 26). 
Norman A. Brown, president and chief operating 
officer of the W. K. Kellogg Foundation, was 
elected to the Board. 

In January of 1993, Fred C. Buhler retired as vice 
president and assistant to the chairman after 
33 years of distinguished service. In December 
of 1992, Edward J. Gildea was appointed vice 
president - legal. 

We continue to be lifted and heartened by the 
outstanding performance of Kellogg people 
around the world. The challenges of the future 
will be great, but we are confident we have the 
resources - and, most importantly, the human 
resources - to drive the growth of this great 
Company into the next century and continue to 
provide superior returns for our shareholders. 









Arnold G. Langbo 
Chairman of the Board 
Chief Executive Officer 






In a year marked by unprecedented competitive activity, the Kellogg North 
America team fully achieved its growth objectives in 1992, including a better 
than 5 percent volume increase in the highly developed United States ready- 
to-eat cereal market. Kellogg North America, comprised of Kellogg USA Inc. 
and Kellogg Canada Inc., built on its strength as the dollar share leader in the 
ready-to-eat cereal, toaster pastry, cereal bar, and foodservice segments in 
the U.S. and Canada, plus the frozen waffle segment in Canada. 

A key factor in our 1992 growth was the performance of new Kellogg 's® prod¬ 
ucts. Our disciplined approach to product development led to the introduction 
of Kellogg's® Low-Fat Granola cereal, recognized by Advertising Age magazine 
as the year's most successful new U.S. grocery product. We also successfully 
launched Kellogg's Frosted Bran “ and Kellogg's '® Rice Krispies Treats' “ cereals 
and the S'Mores variety of Kellogg’s 8 Pop-Tarts ® toaster pastries in the U.S. 

Second-year products Kellogg' s® Nutri-Grain ® Cereal Bars and Kellogg's ® 

NORTH AMERICA 

Cinnamon Mini-Buns cereal in the U.S. and Kellogg's® Cruncheroos ® cereal 
in Canada all achieved excellent growth. After just 14 months in national 
distribution, Kellogg's® Nutri-Grain® Cereal Bars became the category leader 
in dollar share. 

Kellogg North America’s established products also performed well. Underscoring our funda¬ 
mental belief in building strong, long-term brand franchises through effective advertising, we 
implemented innovative, value-focused campaigns behind Kellogg's Corn Flakes? Kellogg's® 
Frosted Mini-Wheats® Kellogg's® Corn Pops® Kellogg's® All-Bran® and other category-leading 
cereal brands. We added value to established products by developing a better-tasting, more 
crisp, whole-grain and wheat-bran flake for Kellogg' s® Complete ® Bran Flakes cereal, by adding 
lime-green loops to Kellogg's ® Froot Loops ® cereal, and by improving the flavoring of frosted 
blueberry Kellogg's® Pop-Tarts ® toaster pastries. 

We also built on strength during 1992 by continuing to invest in new efficiencies at all seven 
Kellogg North America plants. Each plant achieved significant productivity gains. We are adding 
capacity at several plants, and our utilization of capacity is being enhanced by the shipment of 
products in both directions between Canada and the United States. Another very positive devel¬ 
opment is greater involvement by Kellogg people - from the plant floor to the office - in achieving 
day-to-day and long-term improvements in operations. 

Most of all, we continue to strive for ever-higher quality in every aspect of operations. Becoming 
even more customer and consumer-focused is a continuous priority within Kellogg North 
America. One key initiative has been the expansion of our field sales staff to better respond to 
the growth needs of our customers. 

The people of Kellogg North America take great pride in the leadership performance of our 
product lines. We are both excited and challenged by the opportunity to use this strong position¬ 
ing as a springboard to long-term growth that is sustained and substantial. 



Gary E. Costley 

Executive Vice 
President 
Area Director 
North America 

"The leadership posi¬ 
tion we have built in 
each of our business 
segments is a solid 
foundation for a future 
of strong, steady 
growth. " 
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On first glance, 1992 should have been a very troublesome year for Kellogg 
Europe. New competitors entered the marketplace. Deep recessions depressed 
grocery sales in several major markets. 

Instead, the buoyant performance of Kellogg Europe in 1992 demonstrated 
more clearly than ever the vibrant health of our business and the extraordinary 
growth potential of the ready-to-eat cereal category in Europe. Our record 
profits were backed by double-digit volume growth in continental markets and 
by continued volume growth in the more-developed United Kingdom and Irish 
markets. Our market share leadership position remained solid, in spite of heavy 
marketing spending by competitors. As a result, strong growth in most Euro¬ 
pean cereal markets was sustained. 

Kellogg is benefiting and will benefit for decades - from a fundamental 
change in eating habits taking place in Western Continental Europe. Ready-to- 

EUROPE 


eat cereal, long-established in Great Britain and Ireland, is becoming a broadly 
accepted and desired breakfast choice on the Continent. That shift is primarily 
the result of persistent, effective market-building activities by the people of 
Kellogg Europe. We have particularly emphasized programs relating to the 
unique nutritional value of Kellogg's ® products. 



Thomas A. Knowlton 

Executive Vice 
President 
Area Director 
Europe 

“Our plants, our 
products, and our 
people are poised to 
continue delivering 
high-growth perform¬ 
ance in the very 
favorable and promising 
market of Europe." 


Kellogg Europe is prepared and committed to deliver further leadership as we continue to de¬ 
velop our Western European markets from Scandinavia to Spain. Eastern Europe represents a 
longer-term challenge, but our early results in these markets are very encouraging. 


Our product lineup in Europe continues to grow even stronger. During 1992, we successfully 
launched Kellogg’s® Nut Feast ™ cereal and Kellogg's® Pop-Tarts® toaster pastries in Great Britain 
and Ireland, Kellogg’s® Froot Loops® and Kellogg’s ® Chombos ™ cereals in Germany, and Kellogg’s® 
Froot Loops® cereal in France. More product introductions are occurring in 199S, including the 
launch of Kellogg’s® Nut Feast M in Germany. 


Our manufacturing infrastructure, already a source of great pride to the Kellogg Europe team, 
is getting larger, stronger, more flexible, and more efficient through investments in all six of our 
cereal plants. We also are making excellent progress on our new plant in Riga, Latvia, which 
will be producing cereal for Baltic, Russian, and Belarussian markets by early 1994. 


Our plants, our products, and our people are poised to continue delivering high-growth perfor¬ 
mance in the very favorable and promising market environment of Europe. 
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Kellogg Asia-Pacific (formerly titled Kellogg Australasia) serves regions that 
contain 60 percent of the world’s population and represent the most diverse 
market conditions of any Kellogg operating division. A review of these markets 
shows that this challenging diversity is accompanied by tremendous long-term 
growth opportunities. 

Our most developed market, Australia, continues to show above average 
growth in spite of weak economic conditions. Other long-established markets 
such as New Zealand and South Africa continue to offer significant growth 
potential as our marketing programs increasingly communicate to consumers 
the value of ready-to-eat cereal in a healthy diet. 

The fast-developing East Asia markets of South Korea, Taiwan, Hong Kong, 
and Singapore continue to show encouraging volume growth. After several 
years of turbulent market conditions in Japan, prospects for future growth are 

ASIA-PACIFIC 

brightening. Kellogg Japan, possessing by far the best infrastructure and high¬ 
est market share among cereal producers in Japan, is well-positioned to respond 
effectively to this opportunity. Our Asian Development Team continues to 
explore additional growth opportunities in emerging markets such as Thailand, 

Malaysia, Indonesia, the Philippines, Pakistan, Sri Lanka, and Bangladesh. 

In October of 1992, we broke ground for our first ready-to-eat cereal plant in India. The plant, 
near Bombay, will begin production in 1994 to serve the fast-growing middle class in the world’s 
second most populous nation. 

Only China has a larger population. Consistent with Kellogg Company’s commitment to global 
leadership in our business, in January of 1993 we reached final agreement to construct a ready- 
to-eat cereal plant at Guangzhou in China’s economically progressive Guangdong Province. We 
will begin construction this year and start production as early as 1995. Although it will take many 
years and much persistence and flexibility to develop a successful business in this giant new 
market, we strongly believe that the long-term potential of China warrants our investment now. 

In addition to these new-plant programs, Kellogg Asia-Pacific continues to invest in its four exist¬ 
ing plants, increasing our capability to support both domestic and export growth. 

Through these investments and through our continued implementation of effective marketing 
programs, Kellogg Asia-Pacific is bringing to its diverse market opportunities a unified commit¬ 
ment to continued category leadership and long-term growth. 




Donald G. Fritz 

Executive Vice 
President 
Area Director 
Asia-Pacific 

"Kellogg Asia-Pacific is 
bringing to its diverse 
market opportunities a 
unified commitment 
to continued category 
leadership and long¬ 
term growth. ” 
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Just as Kellogg’s® Choko s™ cereal was being introduced to our Chilean sales 
force and customers on December 10, 1992, delivery trucks packed with this 
delicious new product were streaking toward nearly half the supermarkets in 
Santiago, Chile’s capital. By the end of the day, several tons of Chokos' M had 
been sold in Santiago. 

This successful product launch typifies the determination of Kellogg Latin 
America to assert its leadership and achieve continued growth throughout 
the 31 nations it serves, including Mexico, the Caribbean, Central America, 
and South America. 

Kellogg Company’s growth in Latin America is a shining example of how long¬ 
term investments in emerging and developing markets can pay off. Over the 
decades, Kellogg Latin America has built up an infrastructure of six highly effi¬ 
cient plants. We have marketed an ever-expanding product line and have 


LATIN AMERICA 


achieved dominant shares in most markets. In much of Latin America, the 
name Kellogg’s® is synonymous with high-quality ready-to-eat cereal. 

However, only in recent years, with improved economic conditions and in¬ 
creased political stability, has consumption begun to accelerate in many of these markets. 

This trend is creating substantial growth opportunities. 

To help maximize our response to these opportunities and to cultivate new opportunities, we 
have grouped our South American units into Northern Operations, headquartered in Caracas, 
Venezuela, and Southern Operations, headquartered in Sao Paulo, Brazil. This reorganization 
has helped us gain efficiencies through initiatives such as inter-country shipping and the coordi¬ 
nation of advertising, nutrition education programs, and training. 

New-product introductions are an on-going part of our growth strategy. During 1992, in addition 
to the launch of Kellogg’s® Chokos ™ cereal in Chile, we successfully introduced Kellogg’s Bran 
Flakes" cereal in Venezuela and Colombia plus Kellogg’s ® Rock ’n Rice ® cereal in Mexico. 

These introductions and many excellent performances by established brands led to a year of 
overall growth in profitability for Kellogg Latin America, in spite of very difficult economic and 
market conditions that slowed growth in Mexico, our largest market, and in Brazil. Among the 
most important forces driving our growth were strong advertising campaigns, upgraded pack¬ 
aging, and Kellogg-sponsored health symposia that focused on the role of our products in a 
healthy diet. 

Through the continued leveraging of this favorable nutritional positioning, backed by innovative 
advertising, ongoing investment in our facilities, and a relentless commitment to sustain and 
strengthen our market leadership position, the Kellogg Latin America team is prepared to capital¬ 
ize fully on our opportunities for significant growth in 1993 and the years that follow. 
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The similarities between Kellogg Company and its prime subsidiary, Mrs. Smith’s 
Frozen Foods Co., are striking. Kellogg's ® is by far the number one name in 
ready-to-eat cereal; likewise, Mrs. Smith’s two product lines - Eggo® frozen 
waffles and Mrs. Smith's ® frozen pies - dominate their categories. Just as 
Kellogg has earned its leadership position by providing products with the high¬ 
est quality and value, so too have the people of Mrs. Smith’s. And, like Kellogg, 
Mrs. Smith’s is investing heavily in its business to make the most of the sub¬ 
stantial opportunities for growth that lie ahead. 

Year after year, waffles remain the fastest growing category in the freezer 
case, with the Eggo ® brand always leading the way. Waffles now are con¬ 
sumed in 51 percent of U.S. homes. But considering the quality and conve¬ 
nience of Eggo® products, and the fact that French toast has 64 percent 
household penetration and pancakes 77 percent, the potential for ongoing 
growth in the frozen waffle category is very clear. 

MRS. SMITH’S 
FROZEN FOODS CO. 



Donald W. Thomason 

Executive Vice 
President 

Corporate Services 
and Technology 

“Our two product lines 
dominate their cate¬ 
gories. and we are 
investing heavily to pre¬ 
pare for a future 
of continued growth." 


Like consumers of ready-to-eat cereal, consumers of waffles have widely vary¬ 
ing product attribute preferences. Only a company with the resources, expertise, 
and commitment of Mrs. Smith’s could respond effectively to this range of demand. There now 
are 17 flavors of Eggo® waffles, ranging from our ever-popular Homestyle line to four flavors of 
our new Eggo ® Fruit Top M microwaveable waffles. 

We were very pleased by the 1992 growth of two Eggo®' products which were introduced in 1991: 
Eggo Mini's® and the first and only fat-free product in the category, Kellogg's ® Special K® waffles. 


Mrs. Smith’s pie business performed well in 1992, achieving solid growth in market share. Our 
challenge is to make the enjoyment of Mrs. Smith's® premium-quality pies a year-round experi¬ 
ence for consumers, rather than just a holiday indulgence. Our advertising communicates that 
a Mrs. Smith's® pie can make any meal a special occasion. 


There are encouraging signs that consumers are getting the message and we are optimistic about 
prospects for category growth. We also see significant new-product potential in this category. 

During 1992, we began supplying both pies and waffles to Canadian markets, further enhancing 
our growth potential. 


To maximize our efficiency, expand capacity, and facilitate the manufacture of new products, 
we are continuing to invest in the modernization of our waffle and pie production facilities. 
These investments are preparing Mrs. Smith’s for a future of continued growth. 
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Jim McCauley 

Process Operator 
Manchester. 
England plant 
Kellogg Great Britain 


Hiroyuki Okamoto 

National Account 
Representative 
Kellogg Japan 


Barbara Rzonca 

Packing Line Operator 
Omaha, 
Nebraska plant 
Kellogg USA 


Sandra Siliceo 

Director 

Quality. Sanitation 
and Environment 
Kellogg Latin America 











“The minute you walk in the door, 
you just know it’s Kellogg.” 



Steve Taylor 

Shift Supervisor 
Rossville, 
Tennessee plant 
Mrs. Smith's 
Frozen Foods Co. 


Matt Nelson 

Production Coordinator 
Contracted Products 
Kellogg USA 


Judy Lindsey 

Manager, Product 
Development 
Corporate Research 
Group 


That's a typical reaction of Kellogg 
people when they visit other Kellogg 
operations around the world. 

In an era of often-superficial talk 
about the importance of “people," 
the pride and commitment shown by 
the 16,500 members of the global 

OUR BEST 
TO YOU 


Kellogg team stands as a genuine 
testament to what is special about 
Kellogg Company. The quality of our 
people is our greatest competitive 
advantage and the foundation of our 
worldwide success. 

A tremendous amount of talent 
sharing and idea exchange occurs 
among Kellogg people from building 
to building and continent to continent. 
Kellogg specialists in disciplines such 
as nutrition, engineering, marketing, 
manufacturing technology, and ce¬ 
real processing often convene inter¬ 
nationally to share information that 
leads to better operations, better 
products, and better results for 
Kellogg Company. Kellogg managers 
increasingly have responsibilities 
outside their native countries. 

Just as Kellogg people take pride in 
being the world leaders in their busi¬ 
ness, they also draw great satisfac¬ 
tion from the fact that the nutritious, 
grain-based products they produce 
contribute every day to the health of 
millions of consumers around the 
globe. 

Most assuredly, "We are a company 
of dedicated people making quality 
products for a healthier world.” 









Eleven-Year Summary 

(dollar amounts in millions, except per share data) 


Summary of Operations 

Net 

Sales 

% 

Growth 

Pretax 

Earnings 

% 

Growth 

Net 

Earnings 

% 

Growth 

10-Year Compound 







Growth Rate 

10% 


10% 


(a) 7% 


1992 

$6,190.6 

7 

$1,070.4 

9 

$431.2 

(29) 

1991 

5,786.6 

12 

984.2 

21 

6060 

21 

1990 

5,1814 

11 

814.7 

22 

5028 

7 

1989 

4,651.7 

7 

667.0 

(14) 

470.2 

(2) 

1988 

4,348.8 

15 

774.7 

16 

480.4 

21 

1987 

3,793.0 

14 

665.7 

13 

395.9 

24 

1986 

3,340.7 

14 

586.6 

11 

318.9 

13 

1985 

2,930.1 

13 

527.4 

11 

281.1 

12 

1984 

2,602.4 

9 

476.1 

7 

250.5 

3 

1983 

2,381.1 

1 

444.0 

8 

242.7 

7 

1982 

2,367.1 

2 

410.9 

9 

227.8 
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Other Information and Financial Ratios 






Property, 

Capital 



Total 

Number of 


Net 

Expenditures 

Depreciation 


Assets 

Employees 

1992 

$2,662.7 

$473.6 

$231.5 


$4,015.0 

16,551 

1991 

2,646.5 

333.5 

222.8 


3.925.8 

17,017 

1990 

2,595.4 

320.5 

200.2 


3.749.4 

17,239 

1989 

2,406.3 

508.7 

167.6 


3,390.4 

17,268 

1988 

2,131.9 

538.1 

139.7 


3,297.9 

17,461 

1987 

1,738.8 

478.4 

113.1 


2,680.9 

17,762 

1986 

1,281.1 

329.2 

92.7 


2,084.2 

17,383 

1985 

1,035.9 

245.6 

75.4 


1,726.1 

17,082 

1984 

856.0 

228.9 

639 


1,667.1 

17,239 

1983 

743.2 

156.7 

62.8 


1,467.2 

18,293 

1982 

682.2 

121.1 

55.9 


1,297.4 

19,290 


Net earnings for 1992 include a $269.7 million charge (Si 13 per share) resulting from the adoption of Statement of Financial Accounting Standards 106, "Employers' Accounting 
for Postretirement Benefits Other Than Pensions," as of January 1,1992. The charge has two components $251.6 million or $1.05 per share is a one-time cumulative adjustment, 
and $18.1 million or $ 08 per share is related to the current year. 


Net earnings for 1989 include $481 million (S 20 per share) resulting from the adoption of Statement of Financial Accounting Standards 96. "Accounting for Income Taxes," 
as of January 1,1989 


Net Sales 

(billions of dollars) 



Net Earnings 

(millions of dollars) 



Return on Equity 
and Assets 

(percent) 

■ Equity 

■ Assets 


40 



Book Value Per 
Common Share* 

(dollars) 


10.00 
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Net 

Earnings 

Per Common Share Data* 

Cash 

Dividends 

Book 

Value 

Average Shares' 
(millions) 
Outstanding 

t 

Shareholders' 

Equity 

(a) 9% 

12% 





$1.81 

$1.20 

S8.20 

238.9 


$1,945.2 

2.51 

1.075 

8.98 

241.2 


2,159.8 

2.08 

.96 

7.88 

241.6 


1,901.8 

1.93 

.86 

6.70 

244.2 


1,634.4 

1.95 

.76 

6.03 

246.4 


1,483.2 

1.60 

.64 

4.91 

247.4 


1,211.4 

1.29 

.51 

3.63 

247.0 


898.4 

1.14 

.45 

2.77 

246.6 


683.0 

.84 

.42 

1.98 

298.8 


487.2 

.79 

.40 

3.20 

305.8 


977.9 

.74 

.38 

2.89 

305.8 


884.7 


Financial Ratios 





Pretax Interest 

Return on 

Debt to 



Current 

Coverage 

Average 

Total Cash Provided 

Long-term 

Ratio 

(times) 

Equity 

Capital by Operations 

Debt 

1.2 

33 

(b) 21% 

21% 

$741.9 

$314.9 

.9 

17 

30% 

18% 

934.4 

15.2 

.9 

11 

28% 

26% 

819.2 

295.6 

.9 

10 

30% 

34% 

533.5 

371.4 

.9 

13 

36% 

32% 

492.3 

272.1 

.9 

14 

38% 

27% 

523.5 

290.4 

1.1 

13 

40% 

31% 

542.7 

264.1 

1.4 

11 

48% 

38% 

449.7 

392.6 

1.1 

26 

27% 

59% 

331.5 

364.1 

1.8 

64 

26% 

4% 

347.1 

18.6 

1.8 

51 

27% 

2% 

341.7 

11.8 


* Share and per share amounts have been restated to reflect the two-for-one stock split, 
effective December 4,1991 


(a) Without the cumulative effect of an accounting change, the 10-year compound growth rates for 
net earnings and net earnings per share were 12% and 15%, respectively 

(b) Without the cumulative effect of an accounting change, the return on average equity was 31 %. 


Cash Provided by 
Operations 

(millions of dollars) 


1000 



Capital Expenditures 

(millions of dollars) 



Common Share* 

(dollars) 

■ Earnings 

■ Dividends 




Charles W. Elliott 

Executive Vice 
President 
Administration 
Chief Financial Officer 

"Exceptional financial 
strength provides 
Kellogg Company 
with great flexibility in 
financing its ongoing 
growth around the 
world. The eleven-year 
summary, at left, be¬ 
gins our annual report 
on the Company's 
financial performance 
and its fiscal position¬ 
ing at the close of 
our business year. 
December 31. 1992 
The report continues 
through page 25 We 
hope this information 
is helpful to current 
and prospective share¬ 
holders. and to others 
with an interest in 
our growing, global 
business" 


Net Earnings 
to Net Sales 

(percent) 



88 89 90 91 
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Financial Review 

Operations 

The Company's long record of worldwide growth con¬ 
tinued during 1992. Led by a solid 5% increase in global 
cereal volume, sales rose 7% to $6.2 billion, their 48th 
consecutive annual increase. Earnings, before the 
cumulative effect of an accounting change, were up 
13% to $682.8 million, the 40th increase in 41 years. 

The 7% sales increase in 1992 was driven by cereal 
volume gains in each of the Company’s regional units: 
North America. Europe, Asia-Pacific, and Latin Amer¬ 
ica. Increased worldwide selling prices also contributed 
to the rise in sales. The impact of foreign exchange 
was minimal for the year on a worldwide basis. During 
January 1992, the Company sold Fearn International 
Inc., a U.S. foodservice subsidiary. Excluding 1991 
sales by Fearn International Inc., 1992 sales would 
have increased by 9% instead of 7%. 

In 1991, sales increased 12% on the strength of 
worldwide volume gains. Cereal volume increased 7% 
and noncereal volume increased 5%. Higher selling 
prices around the world also contributed to the 12% 
increase. The increases in volume and selling prices 
were partially offset by the negative impact of foreign 
exchange. 

Geographically, sales within the United States in¬ 
creased by 4% for 1992: however, excluding Feam 
sales from 1991, the increase was 7%. This increase 
resulted from increased volume coupled with higher 
selling prices. European sales were up a solid 14% for 
1992 compared to 1991, due to a volume increase of 
6% coupled with higher selling prices and the positive 
impact of foreign exchange. Sales for other geographic 
areas grew by 9% for 1992 on the basis of increased 
volume and higher selling prices, partially offset by the 
negative impact of foreign exchange. In 1991, all geo¬ 
graphic areas had increased sales compared to 1990. 
These increases resulted from higher selling prices and 
volume increases of 6% in the United States, 9% in 
Europe, and 7% in other markets. Only Europe was 
negatively impacted by foreign exchange in 1991 com¬ 
pared to 1990. 

Because of its commanding global market share lead¬ 
ership, the Company is uniquely positioned to benefit 
from the continued increase in cereal consumption 
around the world. In each of the last three years, our 


market share has exceeded 44% globally, 37% in 
North America, 47% in Asia-Pacific, 50% in Europe, and 
80% in Latin America. This favorable positioning in ex¬ 
isting markets is accompanied by leadership in emerg¬ 
ing markets with significant long-term potential. New 
Kellogg plants will begin producing cereal in Latvia and 
India in 1994 and we expect to break ground during 
1993 for our first plant in China. We plan to make our 
products available to a billion new consumers by the 
year 2000, more than doubling our present reach. 


1992 Sales by Geographic Area 


United States 57% 
Europe 27% 

Other Areas 16% 



1992 Earnings by Geographic Area 


(before cumulative effect 
of accounting change) 



United States 66% 
Europe 21% 

Other Areas 13% 



Other revenue (deductions) for 1992 includes a pre-tax 
gain of $58.5 million ($.16 per share) from the sale of 
Fearn International Inc. and a pre-tax charge of $22.4 
million ($.05 per share) from the disposition of conve¬ 
nience foods operations in Canada and other North 
American assets. 

Cost of goods sold as a percentage of sales was 
48% in 1992, the lowest in the last decade. Improved 
volume, worldwide productivity gains in factory opera¬ 
tions, and improved inventory management are among 
the factors that contributed to this lower ratio. This 
ratio was 49% in 1991 and 52% in 1990. 

Intense global competition necessitates a focus on 
value-added marketing in the more developed cereal 
markets. Selling and administrative expense repre¬ 
sented 35% of each sales dollar in 1992, compared to 
33% in 1991 and 31% in 1990. This trend of increases 
is expected to level off in 1993. The Company is com¬ 
mitted to building strong, long-term brand franchises 
through effective advertising. 
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Interest expense, net of amounts capitalized, de¬ 
creased 50% to $29.2 million for 1992. Lower interest 
rates and average debt levels were the reasons for 
the decline. 

For 1992, earnings before the cumulative effect of an 
accounting change were $682.8 million, up 13%; earn¬ 
ings for 1991 were $606 million, a 21% increase over 
1990. Earnings per share in 1992 before the cumula¬ 
tive effect of an accounting change were $2.86, up 
14%; in 1991, earnings per share were $2.51, up 21% 
over 1990. 

Effective January 1, 1992, the Company adopted 
Statement of Financial Accounting Standards (FAS) 
106, “Employers’ Accounting for Postretirement 
Benefits Other Than Pensions." This standard requires 
that the estimated cost of postretirement benefrts, 
principally health care, be accrued over the period 
earned rather than expensed as incurred. The transi¬ 
tion effect of adopting FAS 106 on the immediate 
recognition basis, as of January 1, 1992, resulted in an 
after-tax charge of $251.6 million or $1.05 per share. In 
addition, application of FAS 106 during 1992 decreased 
earnings before the cumulative effect of the account¬ 
ing change by $18.1 million, net of tax, or $.08 per 
share. Net earnings for 1992, which include the ac¬ 
counting change, were $431.2 million or $1.81 per 
share. 

In the United States, earnings before the cumulative 
effect of the accounting change were $452.4 million 
for 1992, up 17%; earnings for 1991 were up 19% over 
1990. Excluding the sale of Fearn and the one-time 
asset write-off, the increase for 1992 would have been 
7%. Concerning other areas, if the write-off for the 
Canadian convenience food operations were excluded 
from 1992, earnings before the cumulative effect of 
the accounting change would have been $98.4 million, 
up 12% instead of 1%. 

Lifestyle and demographic changes in major markets 
around the world favor a continued increase in con¬ 
sumption of ready-to-eat cereal, our core product line. 
Two particularly important trends are ever-increasing 
recognition by consumers around the world of the nu¬ 
tritional value of cereal and the accelerating move of 
the “baby boom" generation from young adulthood, 


where cereal consumption is relatively low, to middle 
age, where cereal consumption grows steadily. In addi¬ 
tion to being in a growth business, the Company has 
the worldwide infrastructure and financial resources 
needed to continue its leadership of category growth. 

Liquidity and capital resources 

The financial condition of the Company remained 
robust during 1992. Company operations have histori¬ 
cally provided a strong, positive cash flow which, along 
with access to global capital markets, provides ade¬ 
quate liquidity to meet the Company’s operational 
needs. Cash and cash equivalents totaled $126 million 
at December 31, 1992, compared to $178 million at 
December 31, 1991. 

Cash provided by operating activities amounted to 
$742 million in 1992, compared to $934 million in 1991 
and $819 million in 1990. The decrease in 1992 oc¬ 
curred principally from higher working capital require¬ 
ments. The Company's current ratio (excess of cur¬ 
rent assets over current liabilities) was 1.2:1 for 1992 
and .9:1 for 1991. 

The Company maintains credit facilities with banking 
institutions in the United States and other countries 
where it conducts business. At year end, the Com¬ 
pany had $591 million of short-term lines of credit of 
which $533 million were available. 


1992 Sources of Cash 



Adjusted Net Earnings 82% 
Divestments 12% 

Debt, net 6% 


1992 Uses of Cash 



l I 

□ 


Capital Expenditures 41% 
Dividends 25% 

Treasury Stock 20% 
Working Capital 13% 
Other 1% 



17 





Funds expended for capital improvements in 1992 
totaled $474 million, compared to $333 million in 1991 
and $320 million in 1990. In 1993, capital expenditures 
are expected to be between $550 and $600 million as 
the Company continues to invest globally in expansion 
and modernization, principally of cereal facilities. The 
capital program remains focused on producing the 
highest quality product at the lowest possible cost. 

The Company’s debt to total capital ratio was 21% at 
December31, 1992, compared to 18% in 1991. Despite 
this increase, the 21% is the second lowest ratio in the 
last 9 years. The Company continues to enjoy the 
highest debt ratings on both its commercial paper and 
long-term debt. 

At December 31. 1991, the Company had on file a 
“shelf registration” of $300 million with the Secunties 
and Exchange Commission to provide for the issuance 
of debt in the United States. During 1992, the Com¬ 
pany used this registration to issue $300 million of 
5-year notes with a 5.9% interest rate. The first two 
years of the 5.9% notes were swapped into variable 
rate debt. 

Notes payable is comprised principally of floating in¬ 
terest rate obligations which had an average interest 
rate of 6% in 1992, compared to 7% during 1991. 

In March 1992, the Company’s $200 million 97^% 
Eurodollar Notes matured. The Company redeemed its 
$100 million 1l7-i% Eurodollar Notes (due 1992) in 
January 1990. 

Dividends paid per share of common stock rose 
12% in 1992, marking the 36th consecutive year of 
increase and the 7th consecutive year of double-digit 
increases. This trend is expected to continue in 1993. 

During 1992, the Company purchased 3,497,000 shares 
of its common stock at an average cost of $63 per 
share, in 1991, a total of 1,515,600 shares were pur¬ 
chased at an average cost of $52 per share. Treasury 
stock purchases were made under plans authorized 
by the Company's Board of Directors. At December 
31, 1992, an additional $300 million of stock could be 
purchased through December 1993 under current 
Board authorization. 


On December 3, 1991, shareholders approved an 
increase in the authorized shares of common stock 
from 165 million to 330 million and approved a two- 
for-one stock split to shareholders of record on 
December 4. 1991. 

Management is not aware of any adverse trends that 
would materially affect the Company's strong financial 
position. Should suitable investment opportunities or 
work.ng capital needs arise that would require addi¬ 
tional financing, management believes that the Com¬ 
pany’s triple A credit rating, strong balance sheet, and 
history of earnings all provide a solid base for obtaining 
additional financial resources at competitive rates and 
terms. The Company is committed to long-term earn¬ 
ings per share growth with above average return on 
equity compared to other major food companies. 
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Kellogg Company and Subsidiaries 

Consolidated Earnings and Retained Earnings 

Year ended December 31, 


(Dollars in millions, except per share amounts) 

1992 

1991 

1990 

Net sales 

$6,190.6 

$5,786.6 

$5,181.4 

Other revenue (deductions), net 

36.8 

14.6 

(5.1) 


64(27.4 

5,801.2 

5,176.3 

Cost of goods sold 

2,987.7 

2,828.7 

2.676.6 

Selling and administrative expense 

2,140.1 

1,930.0 

1,618.8 

Interest expense 

29.2 

58.3 

66.2 


5,157.0 

4.817.0 

4,361.6 

Earnings before income taxes and cumulative 
effect of accounting change 

1,070.4 

984.2 

814.7 

Income taxes 

387.6 

378.2 

311.9 

Earnings before cumulative effect of accounting change 

682.8 

606.0 

502.8 

Cumulative effect of change in method of accounting for 
postretirement benefits other than pensions — $1 05 a share 
(net of income tax benefit of $144 6) 

(251.6) 



Net earnings -$1.81, $2.51, $2.08 a share 

431.2 

606.0 

502.8 

Retained earnings, beginning of year 

2,889.1 

2.542.4 

2,271.4 

Dividends paid - $1.20, $1.075, $.96 a share 

(286.4) 

(259.3) 

(231.8) 

Retained earnings, end of year 

$3,033.9 

$2,8891 

$2,5424 


See notes to financial statements. 
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Kellogg Company and Subsidiaries 

Consolidated Balance Sheet 

At December 31, 


(Dollars in millions) 

1992 

1991 

Current assets 



Cash and temporary investments 

S 126.3 

$ 178.0 

Accounts receivable, less allowances of $6,2 and $5.8 

519.1 

420.0 

Inventories: 



Raw materials and supplies 

167.7 

173.2 

Finished goods and materials in process 

248.7 

227.9 

Deferred income taxes 

66.2 

63.5 

Prepaid expenses 

108.6 

1104 

Total current assets 

1,236.6 

1,173.0 

Property 



Land 

40.5 

40.4 

Buildings 

1,021.2 

1,045.5 

Machinery and equipment 

2,629.4 

2,635.5 

Construction in progress 

302.6 

168.3 

Accumulated depreciation 

(1,331.0) 

(1,243.2) 

Property, net 

2,662.7 

2,6465 

Intangible assets 

53.3 

49.8 

Other assets 

62.4 

56.5 

Total assets 

S 4,015.0 

$ 3,925.8 

Current liabilities 



Current maturities of long-term debt 

S 1.9 

$ 260.7 

Notes payable 

210.0 

1884 

Accounts payable 

313.8 

2898 

Accrued liabilities: 



Income taxes 

104.1 

129.7 

Salaries and wages 

78.0 

86.2 

Advertising and promotion 

228.0 

252.6 

Other 

135.2 

117.0 

Total current liabilities 

1,071.0 

1,324.4 

Long-term debt 

314.9 

15.2 

Nonpension postretirement benefits 

407.6 


Deferred income taxes 

184.6 

338.9 

Other liabilities 

91.7 

87.5 

Shareholders' equity 



Common stock, S.25 par value 



Authorized: 330,000,000 shares 



Issued: 310,193,228 shares in 1992 and 309,771,940 in 1991 

77.5 

77.4 

Capital in excess of par value 

69.2 

60.2 

Retained earnings 

3,033.9 

2,889.1 

Treasury stock, at cost: 72,874,738 and 69,309,231 shares 

(1,105.0) 

(880.9) 

Currency translation adjustment 

(130.4) 

14.0 

Total shareholders' equity 

1,945.2 

2,1598 

Total liabilities and shareholders' equity 

S 4,015.0 

$ 3,925 8 


See notes to financial statements. 
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Kellogg Company and Subsidiaries 

Consolidated Statement of Cash Flows 

Year ended December 31, 

(Dollars in millions) 

1992 

1991 

1990 

Operating activities 




Net earnings 

S 431.2 

$ 606.0 

$ 502.8 

Items in net earnings not requiring (providing) cash: 




Cumulative effect of accounting change 

251.6 



Depreciation 

231.5 

222.8 

200.2 

Pre-tax gain on sale of Fearn International Inc. 

(58.5) 



Deferred income taxes 

9.7 

(5.4) 

45.6 

Other 

25.1 

16.8 

17.7 

Change in operating assets and liabilities: 




Accounts receivable 

(99.1) 

10.2 

(75.0) 

Inventories 

(15.3) 

(41.4) 

34.3 

Prepaid expenses 

(9) 

(22.9) 

(74.4) 

Accounts payable 

24.0 

42.7 

(3.8) 

Accrued liabilities 

(57.4) 

105.6 

171.8 

Cash provided by operating activities 

741.9 

934.4 

819.2 

Investing activities 




Additions to properties 

(473.6) 

(333.5) 

(320.5) 

Proceeds from sale of Fearn International Inc. 

115.0 



Property disposals 

18.8 

25.2 

18.0 

Other 

(10.6) 

(116) 

(7.9) 

Cash used by investing activities 

(350.4) 

(319.9) 

(310.4) 

Financing activities 




Borrowings of notes payable 

192.3 

182.1 

367.8 

Reduction of notes payable 

(170.7) 

(274.0) 

(463.7) 

Issuance of long-term debt 

311.7 

4.3 

24.2 

Reduction of long-term debt 

(270.2) 

(126.0) 

(102.4) 

Issuance of common stock 

13.4 

17.7 

8.4 

Purchase of treasury stock 

(224.1) 

(83.6) 

(86.9) 

Cash dividends 

(286.4) 

(259.3) 

(231.8) 

Other 

11.4 

1.1 

(6.5) 

Cash used by financing activities 

(422.6) 

(537.7) 

(490.9) 

Effect of exchange rate changes on cash 

(20.6) 

.7 

2.3 

Increase (decrease) in cash and temporary investments 

(51.7) 

77.5 

20.2 

Cash and temporary investments at beginning of year 

178.0 

100.5 

80.3 

Cash and temporary investments at end of year 

S 126.3 

$ 178.0 

$ 100.5 

See notes to financial statements. 
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Kellogg Company and Subsidiaries 

Notes to Financial Statements 

Note 1 Accounting policies 

Consolidation 

The consolidated financial statements include the accounts 
of Kellogg Company and jts wholly owned subsidiaries. Inter¬ 
company balances and transactions are eliminated. 

Cash and temporary investments 

Highly liquid temporary investments with original matunties of 
less than three months are considered to be cash equivalents. 
The carrying amount approximates fair value. 

Inventories 

Inventones are valued at the lower of cost (principally average) 
or market. 

Property 

Fixed assets are recorded at cost and depreciated over esti¬ 
mated useful lives using straight-line methods for financial 
reporting and accelerated methods for tax reporting. Interest 
cost capitalized as part of the construction cost of capital 
assets amounted to $4.4 million in 1992. S2.4 million in 1991. 
and $18.3 million in 1990. 

/ntangible assets 

Intangible assets consist pnncipally of the underfunded 
amount of certain persion plans. 

Net earnings per share 

Net earnings per share is determined by dividing net earnings 
by the weighted average number of common shares outstand¬ 
ing. All per share amounts have been restated to reflect the 
two-for-one stock split, effective December 4. 1991. 

Note 2 Leases 

Operating leases generally are for equipment and warehouse 
space. Rent expense on all operating leases, which generally 
are renewable at the Company’s option, amounted to $42.4 
million in 1992, $39.3 million in 1991, and $39.8 million in 1990. 
There are no significant future minimum rental commitments 
under non-cancelable leases. 

Note 3 Research and development 

Research and development costs charged to earnings 
approximated $36.6 million in 1992, $34.7 million in 1991, 
and $38.3 million in 1990. 

Note 4 Divestments 

During 1992, the Company recognized a pre-tax gain of $58.5 
million ($.1 6 per share) from the sale of Fearn International 
Inc., a U.S. foodservice subsidiary, and a pre-tax charge of 
$22.4 million ($.05 per share) from the disposition of conve¬ 
nience foods operations in Canada and other North Amencan 
assets. All of these events took place in the first quarter of 
1 992 and are recorded in other revenue (deductions). 

Note 5 Foreign currency translations 

Most effects of exchange rate changes are reflected as a cur¬ 
rency translation adjustment in shareholders’ equity. Exchange 
adjustments attributable to operations in highly inflationary 
economies are reflected in earnings along with those adjust¬ 
ments related to foreign currency transactions that affect 


cash flows. The currency translation adjustment included 
in shareholders’ equity consists of the following components. 


(millions) 

1992 

1991 

Balance, January 1, 

S 140 

$36.9 

Exchange adjustments 

(140.9) 

(2291 

Income tax effect of the adjustments 

13.5) 


Balance, Decemoer31, 

$ (130 4) 

S 14.0 


Note 6 Debt 

Notes payable consists of borrowings in the United States 
of $148.3 million at 3.4% at December 31, 1992, $165.5 million 
at 4.9% at December 31,1991. and bank loans of foreign 
subsidiaries at competitive market rates. The majority of the 
borrowings within the United States are commercial paper 
which has the highest debt rating available. 

The Company has credit agreements providing for borrowing 
an aggregate of approximately $591 million on an unsecured 
basis, $533 million of which was unused at December 31. 

1992. As of December 31. 1991, the Company had on file a 
‘‘shelf registration” of $300 million of debt secunties with the 
Securities and Exchange Commission. Under this registration 
statement, the Company issued $300 million of 5.9% notes in 
July 1992 that mature in 1997 The first two years of the 5.9% 
notes were swapped into variable rate debt, indexed to the 
London Interbank Offered Rate. Long-term debt is summanzed 
below. 


(millions) 

1992 

1991 

5.9% Five-Year Notes due 1997 

9 1/2% Eurodollar Notes due 1992 

$2991 

$200.2 

9% Canadian Dollar Notes due 1992 


43.3 

Other 

17.7 

32.4 


316.8 

275.9 

Less current matunties 

1.9 

260 7 

Balance, December 31, 

$314.9 

$ 15.2 


Principal payments are due as follows (in millions): 1994 $2; 

1995 $2:1996 $2:1997 $301 


Interest paid, net of amounts capitalized, approximated inter¬ 
est expense in each of the three years ended December 31, 
1992. 

Note 7 Common stock and other capital 

On December 3. 1991, shareholders approved an increase 
in the authorized shares of common stock from 165 million to 
330 million and approved a two-for-one stock spit to share¬ 
holders of record on December 4. 1991. The stated par value 
per share of common stock was not changed from $.25. 

All share and per share amounts have been restated to retro¬ 
actively reflect the stock split. 

In 1992, the Company purchased 3.497,000 shares of its 
common stock at an average cost of $63; in 1991, purchased 
1,515.600 shares at an average cost of $52: and in 1990, 
purchased 2,766,200 shares at an average cost of $31. All pur¬ 
chases are included in treasury stock. A summary of capital 
stock transactions follows. 
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(millions) 

Common 

stock 

Capital in 
excess of 
par value 

Treasury 

stock 

Balance. January 1,1990 

Stock options exercised 

Treasury stock purchased 

$38.6 

$72.8 

8.4 

$ 710.4 

86.9 

Balance. December 31.1990 

38.6 

81.2 

797.3 

Stock options exercised 

.1 

17.7 


Two-for-one stock split 

Treasury stock purchased 

38.7 

(38.7) 

83.6 

Balance, December 31.1991 

77.4 

60.2 

880.9 

Stock options exercised 

Treasury stock purchased 

.1 

9.0 

224.1 

Balance, December 31.1992 

$77.5 

$69.2 

$1,105.0 


In 1991. shareholders approved the adoption of the Key 
Employee Long-Term Incentive Plan. The plan provides for ben¬ 
efits to be awarded in the form of stock options, performance 
shares, performance units, incentive stock options, restrictive 
stock awards, and other stock-based awards. Under this plan, 
options are generally granted at the fair market value of the 
Company’s common stock at the time of grant. Such options 
are exercisable when granted and expire ten years from date 
of grant. The plan also contains a reload option feature. When 
Company stock is surrendered to pay for the exercise price 
of a stock option, the holder of the option is granted a new 
option for the number of shares surrendered. For all options 
reloaded, the expiration date is not changed, but the option 
pnce becomes the fair market value of the Company’s stock 
on the date the new reload option is granted. 

Options for 10,756,690 and 11,421,090 shares were available 
for grant at December 31, 1992, and January 1, 1992, respec¬ 
tively. A summary of transactions under the plan follows. 


Average price 

Under option, January 1,1991 

1.665,558 

$26.82 

Granted 

1,571,960 

43.84 

Exercised 

1.696,096 

31.20 

Cancelled 

14,450 

35.66 

Under option, January 1,1992 

1,526,972 

$40.72 

Granted 

1,569,150 

61.83 

Exercised 

1,181,640 

48.12 

Cancelled 

5,100 

25.99 

Under option. December 31,1992 

1,909,382 

$52.92 


Note 8 Pension plans 

The Company has several pension plans to provide retirement 
benefits for substantially all employees. Benefits for salaried 
employees are generally based on salary and years of service, 
while union employee benefits are generally a negotiated 
amount for each year of service. Plan funding strategies are in¬ 
fluenced by tax regulations. Plan assets consist primarily of eq¬ 
uity securities with smaller holdings of bonds, real estate, and 
other investments. Pension expense includes the following 
components. 


(millions) 

1992 

1991 

1990 

Service cost 

$ 23.7 

$ 23.6 

$ 21.4 

Interest cost 

57.2 

52.9 

46.9 

Actual (return) loss of plan assets 

(22.8) 

(88.0) 

26.8 

Net amortization and deferral 

(27.3) 

42.3 

(71.6) 

Pension expense - Company plans 

30.8 

30.8 

23.5 

Pension expense - multiemployer plans 

1.5 

1.6 

1.7 

Total pension expense 

$ 32.3 

$ 32.4 

$ 25.2 


The reconciliation of the funded status of the plans at 
year-end follows. 



Underfunded 

Overfunded 

(millions) 

1992 

1991 

1992 

1991 

Accumulated benefit obligation; 





Nonvested 

$ 23.8 

$ 23.3 

$ 18.1 

$ 16.6 

Vested 

229.3 

227.4 

266.8 

305.9 

Total 

253.1 

250.7 

284.9 

322.5 

Projected salary increases 

12.3 

12.8 

85.0 

66.3 

Projected benefit obligation 

265.4 

263.5 

369.9 

388.8 

Plan assets at fair value 

214.3 

201.3 

362.0 

397.8 

Assets (less) greater than 





projected benefit obligation 

(51.1) 

(62.2) 

(7.9) 

9.0 

Unrecognized net (gain) loss 

6.5 

17.3) 

8.8 

5.0 

Unrecognized transition amount 

22.0 

25.1 

(18.1) 

(25.6) 

Unrecognized prior service cost 

30.7 

34.2 

21.7 

23.6 

Prepaid (accrued) pension 

$ 8.1 

$110.2) 

$ 4.5 

$ 12.0 


All gains and losses are recognized over the average remaining 
service pehod of active employees. 

Pension expense increased in 1991 because of plan improve¬ 
ments in both the United States and United Kingdom, and the 
loss on plan assets experienced duhng 1990. 

At December 31, 1992, both intangible assets and other liabili¬ 
ties totaled $50.8 million, reflecting underfunded pension plans, 
primarily in the United States, compared to $41.0 million at 
December 31. 1991. 

The weighted averages for all plans of the actuarially assumed 
discount rate, long-term rate of compensation increase, and 
long-term rate of return on plan assets were 9.2, 6.7, and 9.6 
percent in 1992; 9.3, 6.8, and 9.7 percent in 1991; and 9.2, 

6.7, and 9.7 percent in 1990. respectively. 

The Company and certain of its subsidiaries sponsor 401 K plans 
for some active employees. These costs are not significant. 

Note 9 Nonpension postretirement benefits 

Effective January 1, 1992, the Company adopted Statement 
of Financial Accounting Standards CFAS) 106, “Employers’ 
Accounting for Postretirement Benefits Other Than Pensions.” 
This standard requires that the estimated cost of postretire¬ 
ment benefits, principally health care, be accrued over the 
period earned rather than expensed as incurred. 

The transition effect of adopting FAS 106 on the immediate 
recognition basis, as of January 1, 1992, resulted in a charge 
of $251.6 million ($1.05 per share) to 1992 earnings, net of 
approximately $144.6 million of income tax benefit. In addition, 
application of FAS 106 dunng 1992 decreased earnings before 
the cumulative effect of the accounting change by $18.1 mil¬ 
lion, net of tax. or $.08 per share. The Company adopted FAS 
106 on a worldwide basis; however, costs associated with 
subsidiaries outside of the United States are insignificant. 

The Company’s U.S. subsidiaries provide health care and 
certain other benefits to substantially all retired employees, 
their covered dependents, and beneficiaries. Generally, employ¬ 
ees are eligible for these benefits when one of the following 
service/age requirements are met: 30 years and any age; 

20 years and age 55; 5 years and age 62. Net periodic post¬ 
retirement benefit cost for 1992 included the following. 
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(millions) 

1992 

Service cost 

$10.9 

Interest cost 

34.9 

Net periodic postretirement benefit cost 

$45.8 


Actuarial assumptions used to determine the accumulated 
postretirement benefit obligation include a discount rate of 
9.0%. The assumed health care cost trend was 10% for 1992, 
decreasing gradually to 6.5% by the year 1999 and remaining 
at that level thereafter. These trend rates reflect the 
Company’s prior experience and management's expectation 
that future rates will decline. Increasing the assumed health 
care cost trend rates by 1 percentage point in each year would 
increase the accumulated postretirement benefit obligation 
as of December 31,1992 by $57.2 million and the net periodic 
post retirement benefit cost for 1992 by $7.4 million. All gains 
and losses are recognized over the average remaining service 
period of active plan participants. The Company’s postretire¬ 
ment health care plans currently are not funded. 

The following table sets forth the plans’ combined status 
with the amount included in the consolidated balance sheet 
at December 31,1992. 


(millions) 

1992 

Accumulated benefit obligation 


Retirees 

$211.2 

Active plan participants 

227.9 


439.1 

Unrecognized experience loss 

(14.3) 

Accrued postretirement benefit cost 

$424.8 


Pnor to 1992, the cost of providing post retirement benefits 
was expensed as incurred and was not significant. 


Note 10 Income taxes 

Effective January 1, 1992, the Company adopted FAS 109, 
“Accounting for Income Taxes." The statement requires the 
use of the asset and liability approach for financial accounting 
and reporting of income taxes. The Company previously 
accounted for income taxes in conformity with FAS 96. The 
effect of the accounting change was not matenal except 
for allowing recognition of the tax benefit associated with the 
cumulative effect of adopting FAS 106 (refer to Note 9). The 
following table summarizes the provision for U.S. federal, state, 
and foreign taxes on income. 


(millions) 

1992 

1991 

1990 

Earnings before income taxes and 
cumulative effect of accounting change: 

United States 

Foreign 

$ 717.8 
352.6 

$626.0 

358.2 

$511.6 

303.1 


$ 1 , 070.4 

$984.2 

$814.7 


Income taxes: 
Currently payable: 


Federal 

$ 226.8 

$191.0 

$152.1 

State 

27.8 

26.8 

19.5 

Foreign 

132.9 

136.1 

122.1 


387.5 

353.9 

293.7 

Deferred: 




Federal 

( 4 . 2 ) 

7.9 

6.2 

State 

( 1 . 0 ) 

2.0 

.3 

Foreign 

5.3 

144 

11.7 


.1 

24.3 

18.2 

Total income taxes 

$ 387.6 

$376.2 

$311 9 


The difference between the U.S. federal statutory tax rate and 
the Company’s effective rate is as follows. 


(millions) 

1992 

1991 

1990 

U.S. statutory rate 

34.0% 

34.0% 

34 0% 

Foreign rates varying from 34% 

1.2 

1.9 

2.7 

State income taxes, net of federal benefit 

1.7 

19 

1 6 

Other 

(.7) 

6 


Effective income tax rate 

36.2% 

384% 

38 3% 


The deferred tax assets and deferred tax liabilities recorded on 
the balance sheet as of December 31.1992 are as follows. 


(millions) 

Deferred tax 
assets 

Deferred tax 
liabilities 

Current 

Promotion and advertising 

$ 34.1 


Wages and payroll taxes 

10.8 


Pension 


$ 10.7 

State and property taxes 

7.8 

6.6 

Other 

26.8 

44 


79.5 

217 

Noncurrent: 

Depreciation 


302 9 

Nonpension postretirement benefits 

155.1 


Capitalized interest 


269 

State taxes 

5.3 

157 

Other 

7.6 

71 


168.0 

352 6 

Total deferred taxes 

$247.5 

$374.3 


At December 31.1992, $ 1.127 million of foreign subsidiary 
earnings was considered permanently invested in those busi¬ 
nesses. Accordingly, U.S. income taxes have not been pro 
vided for such earnings. If all these earnings were remitted, 
foreign withholding taxes would amount to $49 million. 

Cash paid for income taxes was as follows (in millions): 

1992 - $361; 1991 - $334; 1990- $234. 

Note 11 Financial instruments and credit risk concentration 

The Company enters into foreign exchange contracts to hedge 
against the adverse impacts of fluctuations of foreign currency 
denominated receivables, payables, and other commitments. 
Foreign exchange contracts generally have matunties of six 
months or less and are entered into with major international 
financial institutions. The Company's nsk in these transactions 
is the cost of replacing, at current market rates, these con¬ 
tracts in the event of default by the institutions. Management 
believes that the risk of such losses is remote. At December 
31, 1992 and 1991, the Company had no significant amounts 
outstanding in foreign exchange contracts. 

Financial instruments which potentially subject the Company 
to concentrations of credit risk are primanly cash and tempo¬ 
rary investments and accounts receivable. The Company 
places its investments in highly rated financial institutions and 
investment grade short-term debt instruments, and limits the 
amount of credit exposure to any one entity. Concentrations of 
credit risk with respect to accounts receivable are limited due 
to the large number of customers, generally short payment 
terms, and their dispersion across geographic areas. 
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Note 12 Quarterly financial data (unaudited) 

The Company adopted FAS 106 in the fourth quarter of 1992. 
Previously reported net earnings (millions) and earnings per 
share were as follows: first quarter - $196.2, $.82; second 
quarter - $168.1, $.70; and third quarter - $204.2, $.86. 


(millions, except 


per share data) 


Net sales 


Gross profit 


1992 

1991 

1992 

1991 

First 

SI,515.1 

SI .421.3 

S 791.0 

S 723.1 

Second 

1,584.0 

1,413.7 

838.9 

734.2 

Third 

1,670.7 

1,506.3 

874.3 

774.5 

Fourth 

1,420.8 

1,445.3 

698.7 

726.1 


$6,190.6 

S5.786.6 

$3,202.9 

$2,957.9 


Earnings before 

Earnings per share before 


cumulative effect of 

cumulative effect of 


accounting change 

accounting change 


1992 

1991 

1992 

1991 

First 

S191.6 

$163.1 

$ .80 

S 68 

Second 

163.6 

152.3 

.68 

.63 

Third 

1997 

172.4 

.84 

.71 

Fourth 

127.9 

118.2 

.54 

49 


$682.8 

S606.0 

$2.86 

$2.51 


Net earnings 

Earnings per share 


1992 

1991 

1992 

1991 

First 

$ (60.0) 

$163.1 

$(.25) 

$ 68 

Second 

163.6 

152.3 

.68 

.63 

Third 

199.7 

172.4 

.84 

.71 

Fourth 

127.9 

118.2 

.54 

49 


$431.2 

$6060 

$1.81 

$251 

Dividend payments for the year totaled $ 1.20 per share, up 

12 percent from 1991. The pnncipal market for trading Kellogg 
shares is the New York Stock Exchange. The shares are also 
traded on the Boston, Cincinnati, Midwest. Pacific, and 
Philadelphia Stock Exchanges. The closing pnce (on the NYSE) 

on December 31, 

1992 was $67. Dividends paid and the quar- 

terly pnce ranges on the New York Stock Exchange during the 

last two years are as follows. 




1992 - Quarter 


Dividend 

High 

Low 

Fourth 


S .32 

S75.38 

$65.88 

Third 


.32 

73.38 

62.75 

Second 


.28 

66.88 

54.63 

First 


.28 

67.00 

54.38 

SI.20 

'TV 

Fourth 


$ .280 

S67.00 

$49.56 

Third 


.265 

55.63 

49.25 

Second 


.265 

50.38 

43.88 

First 


.265 

47.50 

35.00 

SI 075 


Note 13 Operating segments 

The Company operates in a single industry - manufacturing 
and marketing convenience food products throughout the 
world. Information presented below describes operations by 
geographic area. Included are the schedules of net sales and 
earnings before the cumulative effect of the accounting 
change for the years 1992, 1991, and 1990, and the related 
year-end identifiable assets, including corporate assets that 
are compnsed principally of cash and temporary investments. 


Net sales 


Percent 


Percent 


Percent 

(millions) 

1992 

change 

1991 

change 

1990 

change 

United States 

$3,530 4 

+ 4 

$3,411.0 

+12 

$3,043.8 

+ 4 

% of total 

57% 


59% 


59% 


Europe 

1,643.6 

+14 

1,447.0 

+ 9 

1.321.5 

+32 

% of total 

27% 


25% 


26% 


Other areas 

1,016.6 

+ 9 

928.6 

+14 

816.1 

+15 

% of total 

16% 


16% 


15% 


Consolidated 

$6,190.6 

+ 7 

$5,786.6 

+12 

$5,181.4 

+11 

Earnings before cumulative effect of accounting change 





Percent 


Percent 


Percent 

(millionsl 

1992 

change 

1991 

change 

1990 

change 

United States 

$452.4 

+17 

$388.3 

+19 

$3254 

+ 4 

% of total 

66% 


64% 


65% 


Europe 

141.7 

+ 9 

130.1 

+20 

1081 

+12 

% of total 

21% 


21% 


21% 


Other areas 

88.7 

+ 1 

87.6 

+26 

69.3 

+14 

% of total 

13% 


15% 


14% 


Consolidated 

$6828 

+13 

$606.0 

+21 

$502.8 

+ 7 

Identifiable assets 


Percent 


Percent 


Percent 

(millions) 

1992 

change 

1991 

change 

1990 

change 

United States 

$2,064.4 

+11 

$1,859.6 

+ 1 

$1,835.3 

+ 4 

% of total 

51% 


47% 


49% 


Europe 

1,076.6 

- 3 

1.110.8 

+ 1 

1.096.8 

+25 

% of total 

27% 


28% 


29% 


Other areas 

738.4 

- 4 

767.4 

+ 8 

707.9 

+ 9 

% of total 

18% 


20% 


19% 


Corporate assets 

135.6 

-28 

188.0 

+72 

109.4 

+24 

% of total 

4% 


5% 


3% 


Consolidated 

$4,015.0 

+ 2 

$3.9258 

+ 5 

$3,749.4 

+11 


Report of Independent Accountants 
Price Waterhouse 

To the Shareholders and Board of Directors of Kellogg Company 
In our opinion, the accompanying consolidated balance sheet 
and the related consolidated statements of earnings and re¬ 
tained earnings and of cash flows present fairly, in all material 
respects, the financial position of Kellogg Company and its sub¬ 
sidiaries at December 31.1992 and 1991. and the results of 
their operations and their cash flows for each of the three 
years in the penod ended December 31.1992. in conformity 
with generally accepted accounting principles. These financial 
statements are the responsibility of the Company’s manage¬ 
ment: our responsibility is to express an opinion on these finan¬ 
cial statements based on our audits. We conducted our audits 
of these statements in accordance with generally accepted au¬ 
diting standards which require that we plan and perform the 
audit to obtain reasonable assurance about whether the finan¬ 
cial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assess¬ 
ing the accounting pnnciples used and significant estimates 
made by management, and evaluating the overall financial 
statement presentation. We believe that our audits provide a 
reasonable basis for the opinion expressed above. 

As discussed in Notes 9 and 10 to the financial statements, the 
Company changed its methods of accounting for postretirement 
benefits other than pensions and income taxes during 1992. 

Battle Creek. Michigan 
February 4, 1993 
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Philip Caldwell 

We extend best wishes 
and since rest thanks to 
Philip Caldwell, who re¬ 
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Directors on April 24. 
1992 after seven years 
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Nominating Committee 
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Finance Committee and 
the Committee on Social 
Responsibility. 
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Kellogg 

Operations and Facilities Shareholder Information 


Worldwide 

Operations 

Argentina 

Kellogg's ® cereals, snacks 

Australia 

Kellogg’s® cereals, breading 
products 

Brazil 

Kelloggs ® baby food cereals, 
cereals, breading products 

Canada 

Kellogg’s® cereals, toaster pastries 

Eggo ® waffles 

Mrs. Smith's i® pies 

Shirriff ® pie fillings, potatoes, 

puddings 

Colombia 

Kellogg's® cereals, breading 
products 

Denmark 

Kellogg's® cereals 
fos/ra® peas, rolled oats 
Mollerens® macaroni, 
peas, soups 

France 

Kellogg's® cereals 

Germany 

Kellogg’s® cereals, cereal bars, 
breading products 

Great Britain 

Kellogg’s® cereals, toaster pastries 
Askeys ® cones, syrups, wafers 

Guatemala 

Kellogg's® cereals, breading 
products 

Italy 

Kellogg’s® cereals, breading 
products 

Japan 

Kellogg's® cereals 

Mexico 

Kellogg’s® cereals, breading 
products 

South Africa 

Kellogg’s® cereals, breading 
products 

South Korea 

Kellogg's® cereals 


Spain 

Kellogg's® cereals 

United States 

Kellogg’s ® cereals, cereal bars, 
croutons, toaster pastries, 
breading and stuffing products 
Eggo- waffles 
Mrs. Smith’s ® pies 

Venezuela 

Kellogg's ® cereals, breading 
products 

Manufacturing 

Locations 

North America 

San Leandro, California 
Battle Creek, Michigan 
Omaha, Nebraska 
London, Ontario 
Lancaster, Pennsylvania 
Muncy, Pennsylvania 
Memphis, Tennessee 

Europe 

Svendborg. Denmark 
Bremen, Germany 
Aylesbury, Great Britain 
Manchester, Great Britain 
Wrexham, Great Britain 
Brescia, Italy 
Vails. Spain 

Asia-Pacific 

Sydney, Australia 
Takasaki. Japan 
Springs. South Africa 
Anseong, South Korea 

Latin America 

Buenos Aires, Argentina 
Sao Paulo, Brazil 
Bogota, Colombia 
Guatemala City. Guatemala 
Queretaro, Mexico 
Maracay, Venezuela 

Mrs. Smith’s 
Frozen Foods Co. 

San Jose, California 
Atlanta. Georgia 
Blue Anchor, New Jersey 
Pottstown. Pennsylvania 
Rossville, Tennessee 


Kellogg Company 

One Kellogg Square 

Battle Creek. Ml 49016-3599 

(616)961-2000 
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Transfer Agent, 

Registrar, and Dividend 
Disbursing Agent: 

Harris Trust and Savings Bank 
Corporate Trust Operations 
PO. Box 755 
311 West Monroe Street 
Chicago. IL 60690 
(800)323-6138 

Fiscal Agent: 

5.90% Notes Due 
July 15,1997 
Bankers Trust 
Four Albany Street 
New York, NY 10015 

Dividend Reinvestment 
and Stock Purchase Plan: 

This plan, available to sharehold¬ 
ers. provides a means of regular 
dividend reinvestment, including a 
voluntary cash payment option for 
the purchase of additional stock. 
For details, contact: 

Harris Trust and Savings Bank 
Dividend Reinvestment Service 
PO. Box A3309 
Chicago. IL 61690 
(800)323-6138 

Kellogg Better 
Government Committee: 

This committee is organized to 
permit Company shareholders, ex¬ 
ecutives, administrative personnel, 
and their families to pool their con¬ 
tributions in support of candidates 
for elected offices at the federal 
level who believe in sound eco¬ 
nomic policy and real growth, and 
who will fight inflation and unem¬ 
ployment, try to decrease taxes, 
and reduce the growth of govern¬ 
ment. Interested shareholders are 
invited to write for further informa¬ 
tion: 

Kellogg Better Government 
Committee 

ATTN: Joseph M. Stewart 
One Kellogg Square 
Battle Creek, Ml 49016-3599 


Duplicate Mailings: 

When shares owned by one 
shareholder are held in different 
forms of the same name (Jane 
R. Doe, J.R. Doe, and J. Rose 
Doe), duplicate mailing of share¬ 
holder information results The 
Company mails to each name on 
the shareholder list unless the 
shareholder requests that dupli¬ 
cate mailings be eliminated. If 
you currently receive duplicate 
reports, you can help eliminate 
the added expense by requesting 
that only one copy be sent. Send 
the labels or label information to 
our transfer agent. Harris Trust 
and Savings Bank, indicating 
which name you wish to keep on 
the list and which names should 
be deleted. This change will not 
affect dividend or proxy mail¬ 
ings. 

Company Information: 

The 10-K report, cassette tape 
recordings of this report for vi¬ 
sually impaired shareholders, 
and other corporate and product 
information are available upon 
request from: 

Kellogg Company 
Consumer Affairs Department 
P.O. Box CAMB 
Battle Creek. Ml 49016-1986 
Common stock listed on the New 
York Stock Exchange. Ticker 
Symbol-K 

Throughout this Annual Report, 
references in italics represent 
worldwide trademarks or prod¬ 
uct names owned by or associ¬ 
ated with Kellogg Company. 

TM,<§> Kellogg Company 
©1993 Kellogg Company 

© 

This report is printed on recycled paper. 
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KELLOGG COMPANY 

PHILOSOPHY 



OUR MISSION 

Kellogg is a global company committed to building long-term growth 
in volume and profit and to enhancing its worldwide leadership 
position by providing nutritious food products of superior value. 

OUR SHARED VALUES 

Profit and Growth: Profitable growth is our primary purpose. 
We are committed to consistent, long-term growth in earnings and 
to superior returns for our shareholders. We want to be, and 
be recognized as, a growth company. 

People: Kellogg people are our company’s greatest competitive 
advantage. Each and every individual will be given the opportunity 
to contribute to and share in the company’s success. We are 
committed to helping Kellogg people reach their full potential 
and to recognizing their achievements. 

Consumer Satisfaction and Quality: The consumer is the 
ultimate judge of our success. Kellogg people, together with our 
suppliers and trade partners, will provide consumers with products 
and services of superior value. We are committed to excellence 

in everything we do. 

Integrity and Ethics: Integrity is the cornerstone of our business 
practice. We will conduct our affairs in a manner consistent with 
the highest ethical standards. 

Social Responsibility: Social responsibility is an integral part 
of our heritage. We are committed to be, and be recognized as, 
an economic, intellectual and social asset in each community, 
region and country in which we operate. 
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